Volume 7 Issue 6 @ 2021 IJIRCT | ISSN: 2454-5988 


Impact of Globalization on Local Construction 
Markets: A Study of International Trade’s 
Influence on Building Practices 


Abhiram Reddy Anireddy 
anireddy.abhi@ gmail.com 


Abstract 

The advent of globalization has fundamentally changed the construction industry by raising international 
trade, labor mobility and foreign direct investment (FDI) that in turn affect local markets. Construction supply 
chains today are now globally integrated as both an opportunity to access advanced materials and as a 
challenge in standardization, quality control, and dependency on foreign resources. In addition, labor mobility 
has expanded local markets by bringing with it a workforce of diverse forms while simultaneously imposing 
social and economic pressures. This paper investigates the impact of globalization on local construction 
markets through the channels of the trade, labour dynamics, foreign investments, and regulatory challenges. 
Moreover, it reflects on how its global building standards are being reshaped by technology transfer and 
harmonization. 
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Introduction 

Construction industry has grown globally, making the once localized market interconnected with the rest of 
the world. In recent years, the increasing cross national trade, foreign investments, and international labor 
migration [1] enable these once purely domestic activities of sourcing materials, financing projects, and 
recruiting labor to expand into a broader global context. It is essentially at the crossroads of these global trends 
because the construction sector contributes around 13% of world GDP and is uniquely shaped by the interplay 
of tangible and intangible factors such as trade material, transfer of technology, regulatory harmonization and 
labor mobility [2]. 

The impacts of the construction industry becoming ever more entwined with global economic dynamics upon 
local markets are profound. Without global supply chains, materials would not be easily sourced from around 
the world, there would have also been no provisions for foreign labor to complete the very ambitious 
infrastructure projects. On the other hand, these benefits come at a high price: the volatility of international 
supply chains, local cultural and social disruption to labor markets, and the difficulties in adapting global 
standards to local regulatory tenets. 

This paper looks at how globalization is having an incredibly wide range of consequences for local 
construction markets, and how they are affected via global supply chains, labor mobility, foreign investment, 
and technology transfer mechanisms. We will discuss how globalization has been beneficial (re: access to 
advanced materials and cutting edge technology) and detrimental (in the form of supply chain disruption, 
labor exploitation, and harmonization regulatory issues). The complexities of these global—local interactions 
are illustrated with case studies from the Middle East, Asia, and Europe. 
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Global Supply Chains and Material Trade 

Expanding Access to Global Construction Materials 

Globalization has impacted local construction markets one of the largest impacts has been that of capability 
to draw materials from all over the globe. Now that opening of the international trade route have made it 
cheaper and easier to acquire building materials in international market, local market is able to access 
advanced material and technology that may not be available on domestic market. For example, both 
construction materials and other materials such as cement, steel, and prefabricated components have become 
dominant suppliers to Middle East and African markets and Southeast Asian markets [3]. The bottom line is 
these materials can be sold at competitive prices, with rapid development possible in regions where 
infrastructure development outpaces local production capabilities. 
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Figure 1: Diagram of a construction supply chain, demonstrating the flow of raw materials and 
components from suppliers and manufacturers to construction sites. This highlights the 
interconnected nature of global supply chains in the construction industry. 


Additionally, the technological advancements in the materials have become more available. International 
trade in high performance glass for use on energy efficient building facades and in innovative structural steel 
that significantly enhances local construction standards are examples [4]. The construction efficiency and 
innovation has been enhanced in developing regions due to the ability to source such materials from global 
markets. 

Nevertheless, global supply chains were also integrated into local construction markets and they have also 
become vulnerable. And the COVID-19 pandemic, for example, revealed the vulnerability of international 
supply chains, caused by delays due to lockdowns, transportation delays and factory shutdowns in leading 
supplier countries, resulting in delays and price increases for materials [5]. As a result, these disruptions led 
to downstream impacts in the form of cost overruns and delays across local construction projects, and on the 
financial viability of many of these projects. The use of international materials has made local construction 
markets increasingly subject to external shocks, leading to project timeline and budget destabilization. 


Quality Control and Regulatory Standardization 

However introduction of such international materials into local markets raise concerns of quality control and 
regulatory alignment. For, construction materials quality varies between different countries, and therefore the 
imported products can vary from one country to another [6]. For example, construction materials from the 
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European Union or the United States — which may adhere to exacting quality and safety standards — may 
not comply with local safety or performance requirements when imported from less stridently regulated 
countries. 

An attempt to solve these problems has resulted in the creation of international standards such as by 
International Organization for Standardization (ISO) and World Trade Organization (WTO). These standards 
strive to align the quality and safety in construction materials at all borders thus assuring that materials from 
anywhere in the world meets a minimum level of safety and value [7]. Although these standards are 
theoretically an improvement over earlier measuring standards, their practical application is difficult for 
emerging markets that often have weaker or less developed enforcement mechanisms for regulation. 

For instance, importers in Africa and Southeast Asia from China and India find it challenging to assist 
customers to meet both domestic and international standards. The absence of locally available test facilities 
to attest to the quality of imported materials aggravates the process, leading to the use of substandard materials 
in critical infrastructure projects [8]. Additionally, local building codes need to have a great deal of regulatory 
change if they have to align with the global standards which would be both time consuming and costly. 


Labor Mobility and Workforce Globalization 

Migrant Labor and the Global Construction Workforce 

That, along with the movement of labor across borders, has been one hallmark of the way globalization affects 
local construction markets. Today, many of these regions of the world that are experiencing construction 
booms — particularly the Middle East and large portions of Asia — depend on migrant labor to footbill large 
scale infrastructure projects. For example, the import of thousands of workers from South Asia, Southeast 
Asia, and Africa into the construction industries of countries such as the United Arab Emirates (UAE), Saudi 
Arabia and Qatar [9]. Given these workers’ sometimes skilled, sometimes unskilled nature, they have the 
capacity to provide important expertise to local markets. 

Particularly in the countries of the Gulf Cooperation Council (GCC), the reliance on foreign labor has been 
accentuated by the rapid development of cities, in particular of Dubai, Abu Dhabi and Doha, which have 
necessitated a huge inflow of labor. Migrant workers are a key workforce in the construction in prestigious, 
iconic structures such as Burj Khalifa — the world’s tallest building, and Palm Jumeirah — a large me-made 
island [10]. They were crucial to the completion of such ambitious projects, without them, they would have 
been hard — if not impossible — to finish. 


Attitude and Working Condition of Foreign and Local Workers 
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Figure 2: Comparison of the attitudes and working conditions of foreign and local workers in the 
construction industry, highlighting differences in motivation, welfare concerns, and work quality. 
This reflects the impact of globalization on labor practices in local construction markets. 
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With the use of migrant labor essential for meeting the demand for labor in the globalized construction 
markets, we also know that this has offered challenges pertaining to use of migrant labor and their labor right 
and working conditions. For example, under the kafala system a lot of migrant workers in the Middle East are 
tied to their employment and their legal residency is contingent on the fact that they work for that particular 
employer and they can either quit or leave the country only with the employer’s consent. The widespread 
reports of exploitation follow workers working long hours on low wages with substandard living conditions 
[11]. 


Labor Rights and Regulatory Oversight 

Questions about the fairness of regulatory oversight in the midst of the mass globalization of the construction 
workforce have been raised. International organisations including the International Labour Organisation 
(ILO), have even called for the construction industry to improve its labor standards, yet enforcement continues 
to lag behind, in specific locations marked by a lack of regulatory frameworks. In Qatar for instance, the 
construction sector is under fire before the 2022 FIFA World Cup due to reports of unsafe conditions on site 
and high rates of deaths [12]. 

But efforts to tackle these problems have largely either succeeded at various degrees of success or failed. 
Following its adoption of government reforms in 2020 seeking to rescind the kafala system and to bring 
workers more control to change jobs and to have access to legal protections, Qatar is attempting to eliminate 
an abuse of laborers. But human rights groups say enforcement of these reforms has been halfhearted, and 
that many workers remain exploited [13]. These issues persist because stronger international cooperation and 
regulatory oversight about the labor mobility in the construction industry is needed to maximize benefits both 
to workers and local economies. 


Foreign Direct Investment in Local Construction Markets 

The Role of Foreign Capital in Infrastructure Development 

The construction markets of a large number of developing countries exhibit their development, largely, in 
response to an influx of foreign direct investment (FDI). Large scale infrastructure projects such as highways, 
bridges, airports and urban developments projects are financed by international investors mostly with the help 
of multinational construction companies. Countries with limited Finances can allow to cut ambitious projects 
out of the range [14]. 

China's Belt and Road Initiative (BRI) is one of the most notorious cases of FDI in construction sector, which 
tries to improve trade routes across Asia, Africa and Europe by presumably involving hundreds of trillions of 
dollars. recipient nations seen through the lens of the BRI have had roads, railways, ports, and energy 
infrastructure built in over 60 countries, and the landscapes of construction in those nations have been 
transformed accordingly [15]. Not only has the project increased the level of construction activity but also the 
transfer of advanced technologies and construction techniques to local markets. 

But attention was drawn to economic dependency and questionable long term sustainability of such 
investments on account of growth in foreign capital presence in local construction markets. In some cases, 
foreign investors have displaced local industries through the involvement of large-scale projects in which 
international firms tend to dominate and capture a major part of the profits [16]. In addition, foreign investors 
may also place short term financial gains above long term social and environmental sustainability which 
means such projects may be out of tune with local development aspirations. 


Environmental and Social Implications of Foreign Investment 
In the construction industry, FDI has led to an increase environmental impact, especially for countries where 
the investors have disproportionately prioritised maximising profit over sustainable development. 


NPN WZ Seva International Journal of Innovative Research and Creative Technology (www..ijirct.org) 


Volume 7 Issue 6 @ 2021 IJIRCT | ISSN: 2454-5988 


Deforestation, habitat destruction, pollution, long term environmental degradation is often associated with 
large infrastructure projects, such as dams, highways, and industrial zones [17]. , displacement of conmunities 
and destruction 

Construction projects financed by foreign investors have resulted in large amounts of natural resources of 
been removed of due to construction projects of which some of those regions have caused much social 
discontent, especially in parts of Africa and Southeast Asia where indigenous communities were cleared to 
make way for new ones [18]. A major challenge for local construction markets dependent on foreign capital 
is to balance the requirement to develop economically and sustainably, with maintaining social equity. 


Conclusion 

The unspecifiable but undeniable impact of globalization has vastly transformed the landscape for local 
construction markets, offering both lofty aspirations and as-yet unquantifiable risks. Advancing materials and 
technologies are increasingly less expensive through the integration of international supply chains; foreign 
direct investment has helped construct critical infrastructure where there are no native resources. On one hand, 
globalization has brought vulnerabilities into the supply chain disruption, intensive labor market pressures, 
and regulatory misalignments. 

In view of the changing construction industry in response to global trends, it is important for local markets to 
find a balance between exploiting benefits from globalization and ameliorating its adverse ramifications. 
Globalization must not threaten the existence and sustainability of local construction practices, and 
governments, industry leaders, and international organizations must work together to enhance, rather than 
diminish, the sustainability and resilience of local construction practices. Doing so creates the basis for a 
future in which local construction markets remain alive in a globalized world. 
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